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Abstract 
In a small firm, the founder, or owner-manager, often puts his or her stamp on the way things are done. He or she has, or is, 
the solution to many problems and tries to maintain control of the firm’s operations. Considering these, this paper aims to 
investigate the degree to which the owner-managers from Baia Mare area (Romania) are controlling or even getting involved 
in the functional management of their firm. By conducting an empirical research, the paper brings an insight into the reality of 
the managerial approach the sampled owner-managers use. 
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1. An overview 
In an attempt to analyze the way the small business owner(-manager) gets involved in the functional 
management of the company, it is important to have an overall view of some of the characteristics such firms 
exhibit, as well as some opinions concerning their typologies. 
Storey and Sykes (1996) stated that a small firm is less concerned with formal systems and its decision-making 
process will be more judgmental, involving fewer individuals, and can therefore be quicker. Also, it is important to 
distinguish between owner-managers and entrepreneurs, as well as between two categories of small firms: 
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a) Lifestyle firms: These are businesses that are set up primarily to undertake an activity that the owner-
manager enjoys or gets some comfort from whilst also providing an adequate income, for example craft-based 
businesses. They are not set up to grow and, therefore, once a level of activity that provides the adequate income 
is reached, management becomes routine and tactical. There is probably little thought about strategic 
management unless things start to go wrong, and the most likely thing to go wrong is that the market changes 
without the owner-manager realizing it. These firms are rarely managed by entrepreneurs and if they are, the 
entrepreneur will be extremely frustrated. Most owner-managed firms fall into this category. Many are sole- 
traders (un-incorporated businesses).  However, a lifestyle business can change, if the owner-manager’s 
motivations change and they have the entrepreneurial qualities to see it through. 
b) Growth firms: These are set up with the intention of growth, usually by entrepreneurs. Occasionally a 
lifestyle business can turn into a growth business unintentionally. However, if the manager does not have 
entrepreneurial characteristics they are unlikely to succeed in the long run. Rapid growth is risky and creates 
major problems that must be addressed within very short time frames. Effective strategic management is vital if 
the firm is to succeed, indeed possibly survive. Notwithstanding this, these firms will face numerous problems 
and crises as they grow, some of which are predictable, others that are not. 
2. Managing a small firm 
Small firms are not just scaled down versions of the large ones. They go about their business in a number of 
fundamentally different ways. Over time, many specialists of the field have identified differences between the 
behavior of small and big businesses, differences that manifest in a range of characteristics, as those mentioned 
by Bridge, O’Neill and Cromie in their book (Bridge et al., 1998): 
x An absence of Functional Managers: often, the management of a small business resides with one person.  
x On-the-Job Learning: many small business owner-managers have acquired most of their business knowledge 
on the job. 
x Investment and Resources: money invested in the business is often personal money, not that of impersonal 
investors. There can be therefore a reluctance to spend this money on anything except the bare essentials, for 
short-term obvious returns. 
x Discontinuities: there are thresholds and discontinuities in a small business that do not occur in a bigger 
business. In a bigger business, for instance, increasing capacity with 10 per cent in a key department to cope 
with the 10 per cent increase in turnover may be relatively straightforward. In a small business however there 
may be only two people in the department, who are already fully loaded. Extra capacity is still needed, but 
taking on an extra person would be a 50 per cent increase and may not be justified by the likely extra return. 
This is also true of getting a second machine when one is just unable to cope. 
x Owner’s Identification With the Business: however dedicated he or she may be, the professional manager 
brought in to run a business will not identify with the business to the extent many business founders do. 
x Values: the values embodied in the business will be those of the owner-founder and can be revealed in the 
products or services supplied, growth orientation, quality standards and employee relations.  
Entrepreneurial organization structures, seen more clearly at the start-up phase, have been likened with a 
spider’s web (Burns, 2002), as shown in Fig. 1a. The entrepreneur sits at the centre of the web with each member 
of staff reporting to them. The management style tends to be informal, one of direct supervision. The 
entrepreneurs prefer informal organization structures and influences rather than rigid rules and job definitions. In 
a small firm, everybody has to be prepared to do other people’s jobs because there is no cover, no slack in the 
system if, for example, someone goes off sick. This is the typical small, entrepreneurial structure with the 
entrepreneur leading by example and communicating directly (Burns, 2002). 
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Fig. 1. (a) The entrepreneurial spider’s web; (b) The entrepreneurial spider’s web grows 
(Source: Burns, P. (2002) Entrepreneurship and Small Business (p. 241-242). Hampshire: Palgrave) 
The entrepreneurial structure works quite well up to a couple of dozen employees. However, around this point 
it starts creaking at the seams as the entrepreneur tries to do everything themselves. Even when they try to 
delegate and introduce new staff who report to existing members of staff, the entrepreneur tends to meddle and 
the new employees soon find an informal reporting line to the entrepreneur, short circuiting the manager or the 
supervisor they are supposed to report to, as in Figure 1b. It is no wonder that this creates frustration, resentment 
and the unwillingness to accept responsibility in the manager. 
The root cause of these problems lies in the entrepreneurial character and, in particular, the strong need for 
control that can exhibit itself in some entrepreneurs (Burns, 2002). 
Burns and Harrison (1996) outlined in their works that good management is the key to the growth and development 
of a smaller firm. This means that managerial tasks in smaller firms are concentrated in the hands of very few people, 
and possibly even a single person. The power to implement a decision, once made, lies with that individual and is less 
likely to be frustrated or diluted by action or inaction of other managers (Burns & Harrison, 1996). 
Concerning a small firm and its management, van Driel and Poutsma (1989) state that, in comparison with 
large companies, small and medium-sized enterprises are marked by: 
x Personal entrepreneurship and direct personal work relations; 
x Less division of work 
x Stronger dependency on the environment. 
Personal entrepreneurship is defined by the above mentioned paper (van Driel & Poutsma, 1989) as ”direct 
involvement in, and personal contribution to, the company”. This means that an entrepreneur in a small enterprise 
is both the supplier of capital (property of the company) and the manager (control of the production means). In 
many cases, he/she also participates in the work, namely he is a producer.  
The low degree of work division, and a corresponding high degree of autonomy, are structural characteristics 
of employment in small companies (van Driel & Poutsma, 1989). There are sectoral differences, however. 
For many years (since the Bolton Report, in 1971) the most used conceptual definition of a small business was 
that of a ”legally independent organization; with a small market share; and owned and managed by the same 
individual or group of individuals” (Stanworth & Gray, 1991). The last of these characteristics is now open to 
challenge, both as to generality and relevance. While the very smallest firms do combine ownership and 
management within the same individual, this is not the case once the firm grows beyond a very small scale. At 
some point, probably in the range of ten to twenty employees in many industrial sectors (and obviously varying 
from one sector to another) individuals have to be appointed whose tasks is, at least partly, to be responsible for 
the management of others. Since these are often not owners of the firm the concurrence of ownership with 
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management as envisaged by Bolton begins to disappear, say Stanworth and Gray (Stanworth & Gray, 1991). A 
business with between one and two hundred employees in the manufacturing sector is regarded by the Bolton 
statistical definition as a small firm. Such a firm, however, is likely to have a cadre of non-owning managers who 
are likely to considerably outnumber the owner or owners. 
Two studies (Stanworth & Curran, 1973), (Watkins, 1983) have examined the attitudes of owners of small 
businesses to managerial and professional employees. The main findings were that owners were often reluctant to 
delegate responsibilities to newcomers either because they wished to retain control or because they were fearful 
that these professional employees would start up in business in competition with them if they were allowed to 
develop their skills. Also, attempts by newcomers to reorganize work practices frequently led to friction with 
their employers, who often saw this as a clear criticism of their management skills. Cultural differences between 
owners and professionals also had the potential to create frictions and endanger growth. 
Stanworth and Gray (1991) also investigated two groups of small firms with similar ages, similar geographical 
distributions and operating in the same sectors, firms that differed to the extent that firms in one group were more 
than ten times larger than those in another. The aim of the study was to gather more knowledge about the non-
owning managers of the small firms. One notable findings of the study was that for both groups the areas in 
which expertise is judged to be the highest is in production, followed by marketing and general management. For 
both groups, finance occupies an intermediate position, with personnel and R&D achieving the lowest (Stanworth 
& Gray, 1991). 
3. Imperatives of  growth on firm’s management 
One particular implication of the process of growth is that, once initiated, the entrepreneur will have to adapt 
and change. As the business grows and the scale of activities increases, the entrepreneur has to learn to delegate. 
The business will need to take on a more formal hierarchical structure and the structure will need to be adhered 
to, by everybody. The entrepreneur has to learn to control the business by monitoring information rather than by 
direct physical intervention - which is their preferred approach. They have to rely on collecting information in 
different ways, at appropriate times. This information comes in different forms but it generally relates to the 
business functions of people management, marketing and financial control. Information then has to be translated 
into action, and again the processes have to become more formalised. In other words, at the same time as the role 
of the founder is changing, so too are the skills they require (Burns, 2002). 
The Churchill and Lewis model (Churchill & Lewis, 1983), shown in figure 2, is often used to link marketing, 
people and financial management issues. The five stages are identified as follows: 
Existence The business strategy is to stay alive, and the company needs to find customers and deliver 
products/services. Everything has a short-term time horizon. The organisation is simple, with one-to-one 
relationship management and direct supervision. The owner does everything, or at least is involved in doing 
everything. Planning is minimal, sometimes non-existent. 
Survival The business imperative is to establish the customer base and product portfolio. The company 
has to demonstrate that it has sufficient products and customers to be a viable business. It has to control its 
revenues and expenses to maintain cash flow. The organisation is still simple and planning is, at best, short-term 
involving cash flow forecasting. The owner is still 'the business'. 
Success By this stage the company is big enough and has sufficient customers and sales to establish itself 
with confidence. The owner has supervisors or managers in place and basic marketing, financial and operations 
systems are operating. Planning is in the form of operational budgets. This company has two strategic options: 
x Option 1 is disengagement. If it can maintain its market niche or adapt to changing circumstances, it can stay 
like this for a long time. If not, it will either cease to exist or drop back to the survival stage. This is a lifestyle 
business. 
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x Option 2 is growth. If this is a viable and desirable option then the entrepreneur must consolidate, clarify their 
vision and ensure that resources are diverted into growth. This is where they must start to give clear 
leadership, based upon the vision they have for the firm and a clear strategy as to how the vision might be 
achieved. However, throughout all this the business must remain profitable. 
Take-off This stage is dangerous and therefore critical. The entrepreneur must ensure that satisfactory 
financial resources and good management are in place to take the company through it. If this stage is handled 
properly the company can become very successful and large. 
Maturity The business now begins to develop the characteristics of a stable, larger company with 
professional management and formal information systems, and will have established strategic planning. 
Churchill and Lewis also developed a simple summary of the key factors which affect the success or failure of 
a business in the different stages of its life. These are split between the attributes of the owner-manager and 
resources. The important point is the move from the owner's operational ability to their strategic ability as the 
business grows. This is one of the key qualities of leadership. Lifestyle businesses can survive on high levels of 
operational ability and relatively lower levels of managerial and strategic ability. This changes at the take-off 
stage. Even when the business is mature, in the final stage, the ability of the owner to think strategically is still 
critical to its development. The other point to notice is the increasing importance of personnel and systems 
resources at the take-off stage. In lifestyle businesses these are less important, although some lifestyle businesses 
do have strong systems that allow them to 'tick over' with the minimum intervention of the owner-manager. 
 
Fig. 2. The Churchill and Lewis growth model 
(Source: Burns, P. (2002) Entrepreneurship and Small Business (p. 246). Hampshire: Palgrave) 
But one main shortage of this growth model is that the authors assumed that firms can either grow or fail. 
However, many small firms do not grow, do not want to grow, and yet survive; and those that do expand face 
problems of various kinds. One can infer that growth is not the most natural course for the small firm owner-
manager. Another line of thought is possible. 
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The small firm, with its concentrated leadership and control, is sometimes said to be very market sensitive and 
flexible: in carrying low administrative costs and stimulating entrepreneurial behavior (Brytting, 1991). In other 
words, some disadvantages-of-scale may appear in management. Small firms may exist because they have certain 
comparative advantages. If these advantages are connected to the firm’s size, growth will eventually break them 
down. In order to exist – despite growth – the firm’s small scale advantages must be replaced by sub-functional 
advantages-of-scale. Growth then is not the same as more-of-the-same. Instead, growth is more likely to be 
connected with painful and fundamental changes, sometimes with such uncertain consequences, that may refrain 
from trying to expand (Brytting, 1991). 
4. An empirical investigation on functional management of a small firm 
In an attempt to identify the degree to which an owner-manager tries to control (or even perform) the functional 
management of his/her small firm, a transversal study (Saunders et al., 1997) was carried out, using a questionnaire 
with multiple choice answers that was submitted to 15 owner-managers from Baia Mare city (Romania, Maramureș). 
This practical research limited itself to the investigation of the degree to which the owner-managers are getting 
involved into the functional management of the firm, with no direct and aimed link to the previous theoretical 
findings, which were solely meant as an overview of the particularities the small business management shows. 
Please note that the study has no statistical validity, only a small sample being analyzed. So, no conclusions 
can be drawn on the overall managerial behavior of an owner-manager, showing only a tendency that exists 
strictly in the selected sample.  
The average firm of the investigated sample is a manufacturing small firm (with 10-49 employees), where the 
ownership and the management lay in the hand of the same person. The distribution of firms based on the main 
area of specialization and size are as follows (see figure 3a,b). 
 
 
Fig. 3. The investigated sample structure: (a) according to the activity field; (b) according with size (by no. of employees) 
Trying to indirectly count for the incidence of non-owning managers appointed to coordinate the functional 
areas of the firm’s, the investigated owner-managers were firstly asked to mention which are the functional areas 
that are directly coordinated and controlled by them (if such functional areas are defined and structured). The 
answers are centralized in the next table. 
Looking at the results, we can’t really confirm that the functional managers are absent, as mentioned in the 
first paragraph of the paper, citing Bridge, O’Neill and Cromie (Bridge et al., 1998). What we can notice is that 
Finance & Accounting, HR and R&D are the functional areas which are more preferred for delegation, with 
percentages that exceed the share of the medium sized enterprises amongst the sample (precisely 20 percent - see 
figure 3b). We made this remark, since it’s mostly assumed that enterprises that exceed one hundred employees 
are expected to have a cadre of non-owning managers. But even more, the results synthesized in the above table 
confirm the assumption that owner-managers (at least those from the investigated sample) do appoint others to 
be, even if partially, responsible for the management of others not only in medium sized firms. 
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Table 1. Functional areas personally coordinated by the owner-manager 
The Functional Area Personally 
coordinated 




 No. Percentage No. Percentage No. Percentage 
Research and Development (R&D) 9 60% 3 20% 3 20% 
Production 14 93% 1 7% 0 - 
Sales and Marketing 14 93% 1 7% 0 - 
Finance and Accounting 6 40% 9 60% 0 - 
Human Resources (HR) 10 67% 5 23% 0 - 
 
What is also interesting to notice is the fact that the sampled owner-managers are quite unwilling to share the 
management of Production and of Sales and Marketing probably due to the high importance these two functional 
areas have for the successful existence of a small firm (only one firm has managers appointed to coordinate these 
departments). This leads to a kind of integrated management, with an overall view of the firm, with a direct 
linkage between customers, with their specific demands, and the production management, and a greater flexibility 
of the firm. One possible reason for this decision of the owner-manager relies on the imperative for the business 
to establish its customer base and product portfolio and consolidate the so-called Success stage, conceptually 
introduced by the Churchill and Lewis model (1983). By keeping a total control over these two functional areas, 
the owner-manager makes sure that the customers’ satisfaction, on-time delivery and other related aspects are 
guaranteed, avoiding disappointments as much as possible and fidelizing the clients. These outcomes are also 
consequent with the results of Stanworth and Gray (1991), ranking production and marketing as areas with high 
level of expertise, and consequently importance. 
Also, HR scores 67 percents as directly coordinated by the owner-manager and this confirms the characteristic 
of personal entrepreneurship and direct personal work relations, mentioned by van Driel and Poutsma (1989).  
Trying to summarize this first set of results, it appears that the majority of the investigated owners still prefer 
to manage their company by direct physical intervention, rather than to control the business by monitoring 
information, as Burns (2002) suggested it would be a proper approach (especially as the small firm grows). Also, 
Burns (2002) spider’s web seems to be in place amongst the investigated firms, no matter the stage of it. 
On the second phase of the study, we tried to go even deeper with our investigation and find out how many of 
the owner-managers are also involved in the personal execution of the activities that constitutes the functional 
areas. The results are introduced as columns charts, showing the amount of owners that are either personally 
coordinating or even executing the activities from the total amount of the investigated firms. 
 
 
Fig. 4. The level of the owner-manager’s implication in executing the activities of the R&D function 
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Looking at chart from figure 4, we can notice that the owner-managers from this study are trying to maintain control 
over the R&D function to such a level that their majority is personally executing all the activities that constitutes this 
functional area of the firm. Highly ranked is Planning and Development activity (with a share of 60 percent from the 
total amount of the entrepreneurs), probably due to the fact that this activity is quite essential for the harmonious 
development of the firm. But even so, this activity is present only in 70 percent of the sampled firms, which may 
confirm once more the renowned reluctance of the small business owner-managers to use formal planning. Organizing 
and Technical conception are a little bit more activated, but not enough, we would say. One possible explanation of this 
situation may reside in the fact that the rest of the firms may be ”lifestyle firms” (see (Storey & Sykes, 1996)), that have 
reached that level of activity which provides an adequate income to the owner(s), so management had become routine 
and tactical, with little thought about the strategic side. 
 
 
Fig. 5. The level of the owner-manager’s implication in executing the activities of the Production function 
The activities that define this functional area benefit mostly from a direct supervising of the owner-manager, 
with one exception: the production planning, launching and controlling activity. This type of activity has strategic 
importance and it’s quite essential for the final outcomes of the firm, so the owner-managers consider it vital 
enough to personally assume its realization in almost 67 percent of the cases. 
 
 
Fig. 6. The level of the owner-manager’s implication in executing the activities of the Sales & Marketing function 
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These activities are also considered by the investigated owner-managers to be of highly importance, since a 
vast majority of them are personally executing the Supplying activity, as well as the Marketing one (67 percent, 
respectively 69 percent), leaving only the Sales to be executed by others, but even this reaches only 38 percent of 
the sample. The findings are consequent with the literature on the small business management, always arguing 
that small firms are more responsive to the changes in the marketplace, due to a direct, personal contact of the 
owner-manager with the firm’s customers. 
 
 
Fig. 7. The level of the owner-manager’s implication in executing the activities of the Finance & Accounting function 
Even though, in accordance with the financial laws from Romania, running the Finance & Accounting 
requires very specialized knowledge, knowledge that can be obtained after undergoing dedicated specialized 
studies, we can notice that there still are entrepreneurs that assume the whole execution of the Finance & 
Accounting activities (precisely, one owner-manager). Even coordinating this functional area can be quite 
challenging, but we can notice that 13 to 20 percent of the interviewed owner-managers are taking this challenge. 
Anyway, the total amount of the owner-managers that are involved in this particular functional area does not 
exceed 35 percent, which is quite normal, considering the data from Table 1, where only 40 percent of the 
entrepreneurs assumed the personal coordination of Finance and Accounting function. 
 
 
Fig. 8. The level of the owner-manager’s implication in executing the activities of the Human Resources function 
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The distribution of the interest the owner-manager shows for the HR activities varies, from a level of 53 
percent involvement in personally executing the HR Forecasting to 13 percent for the Social protection activities. 
Based on the level of involvement, the most important activities are considered to be Forecasting, Training, 
Selection, Employment, and Promotion. Interesting to see is that Motivation is pretty much left to be performed 
by other members of the staff, the owner-manager just coordinating the activity. This is probably a result of the 
more informal type of work relations that usually exist in a small firm, turning the employment relation into an 
extension of the family relations, whereas the typical motivation techniques used in their larger counterparts are 
not so effective in a small business. Generally speaking, we can state that the large majority of the owner-
managers from the investigated group of small firms develop personal work relations with the firm’s employees 
and they somehow are morally committed to care for the people in their employ by providing good working 
circumstances.  
5. Conclusions 
Concluding on the performed investigation and the dedicated literature review, we can iterate that inside a 
small firm, the owner-manager tends to be all-powerful, being more inclined to listen to his or her own 
inclinations, and to rely on his or hers personal experience.  
The owner-managers from the investigated sample put a great emphasis on two functional areas: Production 
and Sales and Marketing, these two functional areas being personally managed by a large amount of the 
questioned entrepreneurs. Such a behavior may be the source of some important features a small business 
exhibits and which ground their main competitive advantages, such as customized products, high degree of 
customer satisfaction, good connection between business and market, flexibility, autonomy and successful niche-
market strategies. By controlling the two most important functions of the enterprise (Sales and Marketing, and 
Production), the owner-managers make sure that all the specific demands of the customers are acknowledged, 
understood (by quickly disseminating the information amongst the staff, to whom the owner-manager maintain a 
close, personal relationship), implemented into products (see the level of the owner-manager personal implication 
in the Technical Conception activity of the R&D function) and then manufactured accordingly. So the 
investigated small firms are substituting the functional specialization for combined and integrated management.  
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